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Reducing Cost-of-Living Adjustments for Military Retirees and the Bipartisan Budget Act: In Brief 



Summary 

In addition to raising budget caps in FY2014 and FY2015, the Bipartisan Budget Act (BBA) 
reduced the cost of living adjustments (COLAs) provided to working-age military retirees under 
the age of 62 from the full Consumer Price Index (CPI) to the CPI less 1%. Military retirees 
woidd then receive a “bump-up” at age 62 that would raise their benefit level to an amount that 
included full rather than partial CPI adjustments for each year below the age of 62. This new 
benefit level would then be increased for full CPI adjustments in later years. According to CBO, 
this change would save the Department of Defense $6,235 billion over the decade. 

This CPI adjustment in the BBA originally applied to nearly all military retirees including those 
receiving military disability benefits, as well as those receiving survivors benefits. In response to 
concerns about potential effects, Congress restored full CPI COLA adjustments for disabled 
military retirees and survivors in the FY2014 Omnibus (H.R. 3547/P.L. 113-76) signed by the 
President on January 17, 2014. Several bills have recently been introduced that would reverse the 
COLA decrease for nondisabled military retirees as well. Although the reduced COLAs do not go 
into effect until December 1, 2015, some Members have called for action sooner. 

Many of today’s nondisabled retired military are 62 or older, so the COLA adjustments in the 
BBA will not affect them. Most nondisability retirees under age 62 would be affected, with the 
greatest effect on recently retired and future nondisablity military retirees, who could face 
reduced COLAs for 20 years or more. As a point of comparison, had disabled retirees continued 
to face these adjustments, the effect would have been larger because they tend to retire younger 
and thus would have faced COLA reductions for more years. 

Those calling for a reversal for all retirees argue that retaining the full COLA adjustment is part 
of a commitment to servicemembers to preserve benefits, including future increases to cover 
inflation. Those defending the COLA adjustments argue that the effect on most retirees would be 
small compared to their lifetime benefits, and would moderate the rate of growth in military 
compensation that has occurred over the past decade. 

Based on data published by the Department of Defense (DOD) Actuary about the characteristics 
of FY2012 military retirees and CBO projections of the CPI, CRS estimates that for the average 
nondisabled future retiree, lifetime retirement income under the lower COLA would be about 

• $ 1 .67 million rather than $1.73 million in lifetime retired pay, a $69,000 or 4.0% 
reduction for enlisted personnel; and 

• $3.74 million rather than $3.83 million in lifetime retired pay, an $87,000 or 
2.3% reduction for officers. 

Had reduced COLAs been applied to future disabled military retirees, CRS estimates that their 
lifetime retirement income would have been reduced by $123,000 or 9.6% for enlisted personnel 
and $144,000 or 5.3% for officers. 

S. 1963, which would repeal Section 403 of the Bipartisan Budget Act, was introduced on 
January 27, 2014. The bill does not include any offsets. On February 10, 2014, the Senate 
invoked cloture on the motion to proceed to S. 1963 by a vote of 94-0. 
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Reducing Cost-of-Living Adjustments for Military 
Retirees 1 

One of the offsets for raising the defense and nondefense caps in FY2014 and FY2015 in the 
Bipartisan Budget Act of 2013 (FI.J.Res. 59/P.L. 113-67) was a reduction in the cost-of-living 
adjustment (COLA) for many current and nearly all future military retirees. Instead of using the 
full Consumer Price Index (CPI) to adjust retired pay each year, as has been customary in recent 
years, Section 403 of the Bipartisan Budget Act (BBA) substituted the CPI less 1% for all current 
and future military retirees under the age of 62 (except those already receiving reduced COLAs 
under the Redux retirement option). 2 

At age 62, beneficiaries would receive a bump-up in their benefit level to the amount they would 
have received had a full COLA adjustment been included each year rather than the lower COLAs. 
In subsequent years, this new benefit level would be adjusted using the full CPI. 3 This change 
would have affected almost all military retirees below the age of 62, including those collecting 
disability retirement, as well as individuals receiving survivor benefits. The new formula would 
take effect on December 1, 20 15. 4 According to CBO, this change would have saved the 
Department of Defense $6,235 billion over the decade. 5 

In response to concerns raised about the effect on disabled military retirees, who tend to retire 
younger and have shorter life expectancies, the COLA adjustments in the BBA for disability 
retirees and survivor benefit recipients were reversed in the FY2014 Consolidated Appropriations 
Act (H.R. 3547/P.L. 1 13-76), somewhat reducing the projected CBO savings. 6 The new formula, 
as revised by PL. 113-76, will still take effect for nondisabled retirees on December 1, 2015. 
Several bills have been introduced that would reverse this action for nondisabled military retirees 
as well. 7 

Those calling for a reversal argue that retaining the full COLA adjustment is part of a 
commitment to servicemembers to preserve benefits including future COLAs at the full CPI to 



1 Lawrence Kapp, Specialist in Military Manpower Policy, contributed to this report. 

2 §403 ofH.J.Res. 59/P.L. 113-67 , Bipartisan Budget Act of 201 3 and FY2014 Continuing Appropriations Act for 
COLA minus 1% provision; H.J.Res. 59 amends Title 10, §1401a(b), which sets COLAs for both military retirement 
and survivor benefits. The CPI-W tracks price changes for urban consumers; see 
http://www.bls.gov/news.release/cpi.nrO.htm. 

3 Ibid. 

4 

This provision would not affect “REDUX” military retirees who already receive reduced COLAs of the CPI minus 
1% in return for receiving a $30,000 bonus at 15 years of service. 

5 CBO, “Bipartisan Budget Act of 2013 as posted on the House Rules Committee website, December 10, 2013,” 
December 1 1, 2013; 

http://www.cbo. gov/sites/default/files/cbofiles/attachments/Bipartisan%20Budget%20Act%20of%20201 3. pdf. 
Division C, Title X, §10001 of H.R. 3547/P.L. 1 13-67. Savings would be about $600 million less. 

7 For proposals to reverse the COLA for all military retirees, see for example, S. 1963, introduced by Senator Pryor on 
January 27, 2014, S. 1950, introduced by Senator Bernie Sanders on January 1, 2014, H.R. 3804, introduced on 
December 23, 2013; see also December 2013 press conference on reversing the COLA for all military retirees held by 
Senators Shaheen, Wicker, and Graham as reported in Congressional Quarterly,” Sens. Ayotte, Wicker and Graham 
Hold News Conference on the Bipartisan Budget Act (H.J.Res. 59) and Military Retirees,” December 17, 2013. 
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